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Years ago in Minnesota we had a farm magazine called the "Farm Stock and Home ,“ 
and a former editor of that paper by the name of Harry Owens used to write & 
column entitled “As Things Look to Me." Harry would tell us each month just 
exactly what was on his mind, what he thought was right and what he thought was 
wrong. He gave his own opinion and appraisal of happenings of the day and these 
expressions represented his honest views. As a result, his readers eagerly 
followed his column month after month. 


I am going to borrow that column heading to use as the title of my speech here 
todays I want to emulate also Harry's forthrightness in stating the facts as I 
see them as I give my annual report to the farm people who make up this rural 
electrification program. 


This opportunity to speak to so many of you people who have the first-hand 
responsibility to your farm neighbors for the management of the. rural electric 
systems over the coutry is tome a real challenge. ‘s co-op directors, you are 
carrying a responsibility which I used to have in my own co-op, and actually I 
feel more at home talking with you whom I consider fellow directors than in 
talking as REA Administrator. 


As directors and officials of the rural electric systems, you are the custodians 
of a great trust which your neighbors and friends have placed in you. You share 
in responsibilities which are common to all of us in this program. The fact that 
more than 9 out of 10 of our farms today are enjoying central station electric 
service does not mean that the trust has been discharged. No, not by any meanse 
In some respects, your responsibilities are just startinge 


Je in REA have responsibilities too. Most of them are similar to yours + area 
coverage, financial soundness, adequate low cost power, self-reliance. These are 
among the things that concern you as well as REA. 


Since coming to RPA from my local co-op now nearly 2 years ago, I have tried to 
keep a clear picture in my mind as to what our joo should be and with the help of 
the many dedicated people we have in REA, we have sought to shape a program of 
action aimed at getting those jobs done. shat we have is a program that is working 
effectively on many fronts. 
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I want to make use of this opportunity here today to give you a report of 
that comprehensive action program and the progress we are making toward the major 
REA goals. If you will accept this report with an open mind, weighing fairly what 
has been done, I am convinced you will agree that REA has gone forward so that 
today rural electrification stands more firmly on solid ground than ever before. 


Let. us outline the major jobs that we have before us and then appraise what we 
have done about them. 


First, there is area coverage. 


REA was established in the first place to accomplish this job. The REA borrovers 
came into being to accanplish this job. It is a responsibility that is shifting 
more and more to you, the borrowers. REA continues to have the financing part of 
the job but in the final analysis, whether or not area coverage is achieved depends 
upon what you do. ; 


During the last year, the percentage of farms electrified moved a little nearer 
the 95% mark. REA approved loans in calendar 1954 that will finance central 
station electric service to a total of 116,000 consumers, a substantial increase 
over the year before. 


Loans are the first step in area coverage and we have sought to speed up our 
handling of loan applications. je adopted a fast, hard-hitting type of organiza- 
tion, with canpetent people in the key jobs, and we cut red tape to the bone. 
This has speeded up our handling of loan applications, and we have been able to 
cut down the backlog of applications to just about half of what it was a couple 
of years ago. There will, of course, always be some backlog but the present 
situation means that there is a minimum of delay for borrowers in getting their 
loans approved. 


Moving over into the telephone prograii, we have proceeded diligently to speed up 
operations there too, and we believe that new pre~loan engineering procedures now 
in effect will speed things up still more. In calendar 1954, we made more than 
66 million in telephone loans, more than in any other calendar year since the 
program began. More than 100,000 rural homes now have received new or improved 
service through the progranu, and construction is proceeding at a good pace. 


One of the big difficulties in the telephone program is to get enough qualified 
telephone engineers. ‘Je need them for our owm staff and there is also a need for 
more private consulting engineers to work with borrowers 


Good progress in the telephone program requires a high degree of industry-wide 

cooperation. Every borrower must have connecting arrangements of some sort -- 

always for nation—vide long distance service and usually for local service into 
trading centers, as well. ing 


Our endeavor has been to cultivate an atmosphere of understanding and cooperation 
with the industry. In turn we have expected their cooperation. Gradually much of 
the distrust and misunderstanding is being overcome. fle have repeatedly indicated 
that we are not interested in building an empire in the telephone field. We are 
only interested in making telephones available to the farmers. To the extent the 
industry is financially able and willing to do this, that is fine. Where. the 
industry can't, REA will push ahead as hard as it can to find ways for doing the 
job. 
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From President Eisenhower on dowm the administration objective in both the electric 
and telephone programs is to “meet the needs." The needs are being met and there 
is going to be money left over. 


When this fiscal year has been conpleted, we will have made another reduction in 
the backlog of loan applications and there will be a total of 356 million of 
surplus loan funds that will not have been used. Remember that statement. 


In one state as of now, it seems likely that the state allotment formula will 
handicap the making of loans, but keep this one thing in mind: more money is not 
the solution to that difficulty. 


If we were going to circumvent the law by asking Congress to pour extra appropria-= 
tions into the state allotment formula, it would take a truly fantastic additional 
loan authorization. The figure would be sonething like $250 to (3350 million and 

we would end the year with a carryover of unused loan funds of about $300 million. 


The sensible answer is to remove the state allotment formula fran the law. That 
is exactly what we have asked the Congress to doe 


In the early days of the REA program this formula served a useful purpose in making 
sure that the lines were built where the need was the greatest. Today, it is no 
longer needed with almost every state at or above the 90% level of connected farms. 
It is obvious that the greatest need for loan funds will be in those states where 
improvements are needed in systems already built and in those states that need 
new or extra sources of power. 


Briefly, the need of funds in tne various states can no longer. be measured 
accurately on the basis of farms without electricity. On the contrary, the size 
of the REA program in the state will be the principal determining factor as to 
how much will be needed. 


As to our new budget it recognizes greater loan requirements next fiscal year 
than this. The 1956 budget provides for (}320 million more than the amount loaned 
in each of the last three years. 


Incidentally, I want to thank all the borrowers which cooperated . with us so 
extensively in our survey of loan needs. We obtained responses from more than 
80 percent of the borrowers. 


In addition to the funds being provided in new loan authorizations, there is still 

nearly a half billion dollars of approved loans that has not yet been drawn by the 

borrowers, so it is hard to think that any borrower can be hurting for lack of cons 
struction funds. If there is, I would ask that this fact be brought to our atten- 

tion. 


In this 20th year of the program, however, area coverage is primarily a responsi- 
bility of the systems serving the rural areas. Area coverage can never be 
comple tely realized unless they continue to forge ahead toward this objectives 


a? : : Bee (ou as te ee 
os! > any Gott HP 4 
o- art pes Be s, ln otek at eta 


art + 


= 4. 


iro ae td wth 1 th-be oY a Aidem per birt r 163 ; re ee i mat ad sa ft nN J 
fo: cod biwieOde “bat Lasire x Lea Wg; RS) tm 6g 4 oe fit, 
; wroiwterd celt satin . beak used ond Jor. ii 
bi head 
itr op foe) chee oi id states 2 Sa4Y ery fete po 
rot al Veron Stor feria wl wan? ) sits céoy syd- 96h ar nes 
f Sur | ie: <a lia PEI 
“ELI SRIGS. 2S WOT OF Stet ego)" Sobek Co” we Clete Saori heed ict 
CARESS eh agency vy le 3 dof uw TE aloe ty rks agi to ona ms 
| ints wud Phin Odio. oF OSS ati! HRisbJT aioe = PAL tet é% hike > ek? v +he ‘tans 
gue FELL CGS eo Ts. to . aut to teroyrees 2 ie ie SEBG ond De 
7 ' i] 2 ob . 
P Re iy y! P ij 7 ro e. My rh fry ‘ i { hie 4 orks t ‘sa at “demktin, deh tte soit 
y * 
of epmrinot’ ads ites oe ae Fetes te 
imionk sseqiwwe Jetodw os bows. ciuuriet) sity mestiote Ae eae ac auaiies | ee or 
Se eh t9> ee Shoy «ti02 a: 2B ar & yea) S¢fed -etcuer oT mele ee tad 
i a Te SG =G & > 10 I.) PATA | Lo-Fi 2 J ‘See J somls fy su babe are me? * is ap 
ST ere ereng, a i ity a nil: (508 Je sc aay ais Tar) euesvden4 ee, 
: iota awaits, exoud @f hee ‘et “teenie qgosters NE SORSed Hee “Soe net 
psig In PHONE aie 
; : ' 
| piety Aa ad nenadl-Ost >a inte slelast. sf Ob Baal ie veline oy oe ‘ 
: P 7 a < ; ; 
ars Se ‘| "4 Bz Nog Mig mal o* rn p rtith au sik eek Ams wiah Sa ag ey | 


ud ar WoIeA BATHE hOTSS Tagton bey antic: Eh edad ide Ab ieee ae i ail 
, | 2 hodiae 4 oo eed Nig of 
; ; ae. 
bl 

iY abe dq) Peter 
THO LD SC ary, SAY Mer : elit Off tat scbivat. sonia: Aaet at? teee 

ee Lo . SPs Penk x 4 ais Te ‘a a 

| ‘ — Aut s - ; vt Na i r - 
ee a a a2 a9 fale prawettod Saf Ife Seeds oF Snes. az aay voli 
hal ci PA: 7 hontetdo ef. .ahe we, aeod Id) Sarre. sien es evi SIR 

| TGS AE Ca 

) 2 ‘ie me 
E 7 a AS : “i 7 ve : ‘ t < la.” a : } Me Eth | rt uy attee oiy" ‘og ae 
Le ; or’ geod vow Jon 24 Dati aaa Oeee Te Ke eteL ind aot LOte' 1 aaht 
. wi, my SON BAL ss ih J oy ane h Ay otha feet. of te) 5e «ft ‘4 6s dorsi cee | 1 = KP , 
a , 5. ye “ Tee tnow EF. sok ores te “om te ca : 
: 5 — “ \ . : Ud $u 

» i. a Wont : o ‘ ‘ A Wie a a 
i . iy a. ba dae ie 7 
- : a 4 . 1 tare pat re Pars “WS Bees R 7 7 rx Te | rs «ante conte. a oP Sar ay 


a ‘ 4 v . oat - ve st 
{22 SL Deo s , i -igfeaotry Bévinaeesy 3S. 


Pivtk (LDS Cau rey ive any fe he etree: yi ee 
4 m rT. on 409 a ey Br iy 2. ixéut : onal Ooh ay ee nee" sgelee, oo 
af * : is mt » =) - 


a ee 


How many of REA's borrowers actually have 100. area coverage in their proper service 
area? That is a question that you should ask yourselves. Here are some of the 
questions you ought to consider: 


Have you determined the geographical area within which you 
should be responsible for seeing that electric power is 
available? 


Have you recently surveyed this area? If not, shouldn't you 
do so to determine. if there are people without service who 
rightfully look to you for service? 


Have you developed plans which you are carrying out that will 
make electric service available on a sound and business-like 
basis to all those people? 


If not, what should you do about it? hat do you think RDA 
should do to help you? 


We can see as we travel over the country that progress toward area coverage has 
been made. What's before us now is a challenge of seeing to it that you, with 
the help of REA, can finish the job so well begun. 


The second major responsibility, as I see it, is to build financially sound systems. 
That is another responsibility shared by both RBA and the borrowers. Certainly the 
Goverrment's stake is great. The REA loans will soon total 83 billion, and the only 
way to get this repaid -- as it is being repaid -- is to have financially sound 
businessese 


Although the Government's stake is large, ours as rural people is even larger. Je 
must build financially sound electric systems so that we can be sure of continuing 
to have the benefits of electricity in our homes and in our farming operations. 


From REA's standpoint, our action progran is geared to approach this matter of loan 
security from several angles. 


First of all, I would like to say a good word about the work of the l’anagement 
Advisory Committee which represents your Association in the field of management. 

The group executive training meetings and management improvement activities that 
this committee has helped push along constitute one of the most significant develop~ 
ments of the last year. If this work is continued and expanded as it should be, it 
will do more for the future safety of rural electrification than any other single 
thing that I can think of. 


Conversely, if serious financial reverses or defaults should occur, it would give 
the program a real body blow, Just at this time, we face one of the most serious 
threats of this type that has ever confronted the program. ‘fe have one borrower 
that is in a hopeless financial condition, and a loss amounting to upward of a 
half million dolJars is possible if it goes under, [ven though this loan was made 
before I became /‘dministrator, I certainly don't want to see the program get such 
a black eye and we are giving the situation our closest attention, working with 
every agency we know of that can heln. 
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Jn the program as a whole, we are working with co-op directors and managers not 
only in identifying the difficulties that may lie in the future but in drawing 
upon the kind of practical and tested skill and experience that is needed if we 
are going to have financially sowmd systems in the future. 


One point on which we have the opportunity to draw upon this experience resource 

is in connection with capital credits. A number of people from many areas have 
raised questions with us as to the capital credits plan and we have it under 
examination with the aim of bringing about improvements as these can be developed. 


We proudly point to the fact that of the approximately 1,000 borrowers, only 14 are 
delinquent in their loan repayments. However, a look at the principal and interest 
payments that will come due in the period ahead will illustrate that we cannot be 
complacent but must plan carefully for the future. In 1954, the amount due on 
loans was about $72 million. By 1958, it will amount to $116 million. Im other 
words, the debt amortization load will increase 50 percent within a short period 
of 4 years. 


How well prepared is your cooperative to meet your future obligations so that you 
can maintain a sound, enduring business? 


One way to answer this is to calculate how you would stand if you faced your full 
amortization schedule today. We have made that calculation for all of the borrowers, 
and we have found that nearly a fourth of the borrowers would be in some financial 
trouble to a major or minor degree in that case. I am happy to report that as a 
result of our joint efforts with borrowers, about three-fourths of those systems 
with financial problems have achieved sone improvement in their position during 

the past yeare 


Another interesting thing we have found is this:- of the total number which need 
to do something to improve their future outlook, about half are selling less 
electricity than was figured at the time the loan was made. If they were meeting 
these estimates, they would be out of the woods. 


That is one of the reasons why we started last spring to strengthen the power use 
program and get some results in the form of load=building. This program is tre- 
mendously important to you as a director responsible for the successful operation 
of your power system and it is even more important to you as a farmer who has much 
to gain from the use of electric power. 


The big thing that was done in this program was to organize the Inter-Industry 
Farm Electric Utilization Council, headed by Deputy Administrator Fred Strong. 
Today, through this Council's efforts, borrowers in most states are working in 
cooperation with all segments of the electric industry and with the colleges and 
extension service. It is a game where everybody wins -- the REA borrowers, the 
electric appliance people, the power companies, who serve part of the farms 
directly and sell you more than {50 million a year in wholesale power. And the 
one who will benefit the most fram this power use program is the farmer himself 
as he makes more profitable use of electric power on his farm and in his home. 
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My third point has to do with our goal of adequate lov cost power. 


During 1954, we made major progress in improving the supply of electric power 

in rural areas. REA has been determined to work ‘vith borrowers in whatever 
direction promises better and cheaper service for the farmer -- whether it be 
generation or buying wholesale or a little of both. We have made generation and 
transmission loans where these have been necessary and we have encouraged inte- 
gration and interconnection where this approach has been to the borrowers' 
advantage. From the standpoint of the long-range view, we are keeping a careful 
eye on developments which may lead to lower cost power whether it involves con- 
ventional fuels or atomic energy. 


As I have previously stated, I believe the REA authority to make G-T loans is 
important to the farmers. It is a fundamental part of the REA program and must 
be preserved. To keep it we must use it wisely. This is our aim and we are 
making G-T loans where they are the . means to lower cost electricity for the 
farmer, 


Yle approved G-T loans in 1954 in the amount of more than $40,000,000. This was 
nearly a quarter of all the loans approved by the Agency during the year -- 
slightly higher than usual for the Agency through the years, 


We were providing financing that will boost the generating capacity of the 
cooperatives by something over 100,000 kilowatts. At the same time, loans already 
approved were maxing possible the construction of a record-breaking amount of 
generating capacity. During the calendar year 1954, REA borrowers in 10 states 
and Alaska put into service more than 200,000 kilowatts of generating capacity. 
This is more capacity than there was in service on all REA-financed generating 
plants on January 1, 1948. This new capacity sets a record for any one year of 
the program. 


You don't get very far into this matter of power supply before you run up against 
the question: Do we go it alone or do we engage in an effective cooperative effort 
with all other segments of the electric industry? 


It seems to me that the only sound approach to that gestion is to think about 
vhat is best for the farmer, because the progran was set up to benefit him. 
looked at from that viewpoint, the cases where it will pay to "go it alone" are 
mighty few and far between. 


Vie have learned by experience that an isolated system of relatively small 

capacity means high energy costs and requires standby capacity that adds to the 
expenses During the past year, an alarming number of distribution borrowers have 
come to us because they feel their rates are higher than their distribution 

systems can continue to stand. Some are paying their wholesale bills under protest 
and some have requested that we agree to their release from their contracts to buy 
power from their own G-T systems. Pevelopments of this kind, unless solutions are 
worked out, might well be a threat to the future of the G-T co-op which in turn 
would be a blow to the whole program. It underscores the need to move forward 
soundly and carefully. 
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These are some of the reasons why we have recommended that consideration be given 
to interconnections where capacity can be merchandised into a power pool and 
peaking capacity purchased, resulting in a better power rate to the farmer and 

in turn protecting the distribution cooperatives. Interconnection and integration 
agreements were actually completed in three states during the past year, while in 
other instances studies are under way to see what the possibilities might be for 
savings. In one case, the co-op saved about $3 million in transmission lines, and 
in another a co-op saved close to a million dollars by exchanging with a power 
company and alternating the installation of new generating capacity. 


Half the power input of your systems is being purchased from power companies at 
this time. Generally speaking, you are getting better rates than in earlier years. 
The average rate of power company purchases today is 8.2 mills as compared with 
12.4 mills 15 years ago. The cost of power through G-T federations is higher, 
although it is improving gradually. I anticipate that further reductions in costs 
of power produced in REA-financed generating plants will be achieved through the 
marketing arrangements like the ones I have mentioned. 


Another question for us to consider as Goverment officials and as electric co-op 
people is: What about the challenge of atomic energy? 


Nobody can say for sure that atomic energy will lead to cheaper production of 
power than the fuels we are presently using. However, we have tried to gear our 
operations on the assumption that this will be the case because we want the farmer 
to benefit along with other consumers if it is. 


For approximately a year, we have been working with the Atomic Energy Commission. 
We have asked for and received security clearance for five of our top people and 

through them we keep advised on the progress and research and development in that 
field and also are able to keep the Commission informed as to our needs. 


The suggestion has been made that REA should employ physicists, metallurgists, 
and other specialized personnel for experimental work in the atomic field. 
However, we have been assured by AEC that people on its staff will give us the 
help we need at no additional cost to REA or to the taxpayers. This would 
appear to be the wise and effective course, and it is the course we intend to 
follow. 


At the present time, we are contacting borrowers which are planning  con- 
struction of generation plants. ‘Je are seeking to determine their interest in 
looking into the possibilities of nuclear power as a source for generating elec=- 
tricity. ‘here any of them is interested, we will help them get security clearance 
so that they can work with AEC and us in getting the up-to-date information they 
need to make their decision. 


On the basis of information available to our people who are working with the Atomic 
Energy Commission, the prospects are not bright for obtaining power cost reductions 
in the near future through the use of atomic energy. As of now, nuclear power re- 
actors are in a developmental state and their costs are therefore high. Commer~ 
cially atomic energy is not yet competitive. Moreover, there are questions of 
service interruptions, site of plant locations and liability that have a bearing 

on the consideration of this matter, 
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At the same time, AEC's research is steadily going forward and we must keep up 
with it. In that way, we will keep informed and we will take advantage of every 
development that gives concrete assurance of a lower cost power source that will 
be dependable and feasible. We are determined that the REA co-ops will be able 
to move into the atomic age just as soon as it makes economic sense to do SO. 


In these days we are in the midst of a great debate on what our national power 
policies ought to be for the future. It is good that this debate is going on. 
But let us not permit emotionalism to decide the course for us. One of the 
questions before us is this: What is the proper role of the Government in the 
electric power picture? © know that many have decidedly strong points of view 
on what the answer should bee I do not pretend to be a judge on this but I am 
impressed by that large group of our citizens who do not see a solution in any 
extreme «- rather in a moderate program that will harness both our natural re- 
sources and our private capital for the benefit of all our people. 


What is the role of Goverment? 


Lincoln said -=- as we have frequently heard quoted -—- "The legitimate object of 
Government is to do for a community of people whatever they need to have done but 
camot do at all or cannot so well do for themselves." 


That certainly spells out a job for Government. But the rest of that Lincoln 
quotation is this, and I quote: “In all that the people can individually do so 
well for themselves, Goverment ought not to interfere," 


And that spells out a job for you and me as private citizens. I am convinced 
we will be better off if we spend at least as much time and thought trying to 
figure out how we can do things for ourselves as we sometimes spend trying to 
figure out how we can get Government to do things for us. 


Thomas Jefferson's view on that subject was this: “Were we directed from 
‘ashington when to sow and when to reap, we should soon want bread." 


And that brings me to my fourth point -- that of borrower self-reliance. The 
rural electrification program is free enterprise. \le own and operate our system. 
‘ie have borrowed money to build our lines. “fe intend to pay it back. i/e are 
proud of our accomplishments to date. Likewise, we need to remember that there 
are others who have invested their savings and facilities who also deserve 
tolerant consideration on our part. We should always be willing to give the 

same degree of attention, respect and recognition to the problems that others 
face. Common sense and mutual understanding are not always easy to achieve, and 
the test of leadership is to find answers through those means. 


It is sometimes teupting and easy to be critical, but there are many constructive 
things to be talking about. In the words of the popular song, let's "count our 
blessings instead of sheep." 


Counting our blessings, we find that Congress in its wisdom and generosity has 
made some $3 billion available as loans to you and me so that we might have 
electric and telephone services 
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'e find that human ingenuity has designed and built more efficient equipment so 
that in spite of commodity cost increases, you and I are able to buy electricity 
cheaper today than ever before. 


We find thet a farm today can enjoy a telephone, running water, freezer, television 
and countless other home appliances, as well as milking machines, hay driers, and 
motor-driven devices by the score for farmstead chorese 


Taking stock of these and the many other blessings we enjoy, let us not lose 
sight of the fact that these are times of international tension and peril. We 
must keep our program in its proper perspective, mindful always of the overall 
interests and problems of our country. As President Eisenhower has said, 


“citizenship is not just a privilege, but also a responsibility." 


Looking to the future,. we the directors,, managers and officials in this rural 
electrification program need always remember that the best insurance we can get 
for the program is to establish in other people confidence in us and in our 
integrity. 


I know that every employee of REA joins with me in expressing the hope that our 
handling of your business with REA will merit your confidence because of our per- 
formance. 


If all of us in the program are fair, tolerant and sound -- if we are willing to 
hear all the facts in regard to a question -- we will be accepted with dignity and 
we need have no fear that any force can destroy the program. 


Think back to your own community and recall the men well regarded and who have 
earned roles of leadershio and influence. You will find their stature has grown 
from conduct guided by fairness, soundness and reasonableness. 


So as we look to the future of our program let us remember the principles that 
have proved to be of enduring quality. There is a quotation hanging on the wall 
in a Missouri co-op which goes like this: 


“Pour ways to test; 
Tees aout nesvrulas: 
2, is it fair to all concerned? 
3. “ll it bring good will and friendship? 
4. Will it be beneficial to all concerned?" 


Proceeding on such a basis, I am sure, will lead the way to a great future for 
rural electrification. 
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